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On August 2, Panamanian employees in the Canal Zone calimed that US administrators had
deducted tax payments from their salaries, but did not pass them on to Panama's Finance Ministry.
Workers told local journalists that this "irregularity" not only affected their interests, but constituted
a flagrant breach of the US-Panama Canal treaties. The workers said that US retention of their taxes
meant that they could not obtain required certificates to travel abroad and to import items from the
exterior. As long as their taxes were not paid to the government, they would be considered "bad
debtors" or tax evaders by the Finance Ministry. Pro-government daily newspaper La Republica
recently reported that the US-controlled Canal Commission is about to lay off large numbers of
Panamanian employees within the next few weeks. Panamanian employees in the Canal Zone
told La Republica that in recent Commission meetings, the Commission's head, retired Gen.
Denis McAuliffe, has acted to cut the budget by $10 million in 1989, and $40 million in 1990. The
budget reductions, said the Panamanians, are viable only by cutting back on the Panamanian work
force. McAuliffe, they said, has stated that US Canal employees are protected from layoffs by US
federal law. The newspaper also reported that a bill has been introduced in the US Congress which
would transform $10 million in Canal revenues earmarked for the Panamanian government into a
"donation" for the US Coast Guard. Biweekly newspaper Bayano reported recently that US Army
troops in the Canal Zone are currently constructing a new military port in the industrial area of
Cristobal, near the exit point from the Canal into the Caribbean. Bayano said that such activities are
in violation of the Canal treaties, since the Panamanian government was not notified of construction
plans. (Basic data from Prensa Latina, 08/02/88, 08/04/88)
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